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TREASURY, DEPARTMENT OF

Proposed regulations concerning the capitalization and inclusion in inventory of
certain costs using the practical capacity method of accounting are the subject of
a 12/7/87 IRS public hearing (see the 11/6/87 Fed. Reg.. pp. 42681-82).
On
3/30/87 the IRS issued proposed and temporary regulations on the Tax Reform Act of
1986 (TRA '86) provisions requiring uniform rules for the capitalization of
inventory (see the 3/30/87 Wash. Rpt.).
The IRS issued additional proposed and
temporary regulations on 8/7/87 which prohibited the use of the practical capacity
method in accounting for costs under the inventory capitalization provisions of
TRA '86 (see the 8/10/87 Wash. Rpt.).
The 12/7/87 public hearing will focus on
both IRS proposals under Code section 263A.
The hearing is scheduled to begin at
10:00 a.m. in the IRS Auditorium, 7400 Corridor, 1111 Constitution Ave., N.W. ,
Washington, D.C. Requests to testify and outlines of oral comments are sought by
11/27/87 and should be sent to the Commissioner of Internal Revenue, Attn:
CC:LR:T (LR-168-86 and LR-37-87), Washington, D.C.
20224.
If further information
is needed, contact Marcia Evans at the IRS at 202/566-3935.
Robert A. LeBaube, CPA, has been appointed director of the IRS Taxpayer Service
Division, the IRS announced recently.
Mr. LeBaube will oversee IRS service to
taxpayers including taxpayer information materials, tax education programs and
taxpayer correspondence, as well as telephone and walk-in assistance.
He has
served as an assistant district director in Dallas, TX and Greensboro, NC.
In
1974, Mr. LeBaube became district director in Greensboro and in 1981 began serving
as district director in St. Louis, MO, which is the position he held at the time
of his appointment as director of the Taxpayer Service Division.
Mr. LeBaube
received his bachelor's degree in accounting from Washington University in St.
Louis and has been a member of the AICPA since 1984.
In a related action, the appointment of Woodrow D. Malone, CPA, to serve as
the director of the Seattle District was announced by the IRS.
The Seattle
District is responsible for Federal tax matters in Washington state, where in
Fiscal Year 1986, taxpayers filed 3.6 million returns representing $12 billion in
Federal taxes.
In 1973, Mr. Malone served as chief, examination branch, office of
international operations in the Seattle District.
Later he was chief of both
special and general programs branches in the examination division.
In 1979, he
became assistant district director in Springfield, IL and in 1980 became assistant
district director in Greensboro, NC.
Mr. Malone was serving as district director
in Fargo, ND when he received his present appointment.
Mr. Malone received a
bachelor’s degree in accounting from Texas Southern University in Houston and has
been a member of the AICPA since 1972.

An update on the IRS' efforts to implement the Tax Reform Act of 1986 and the results
of a private study commissioned by the IRS to have those efforts evaluated were
presented by IRS Commissioner Lawrence B. Gibbs to participants at the Mid-America
Tax Conference in St. Louis, MO on 11/5/87.
He said the report from the
management consulting firm of Booz-Allen & Hamilton "gave us a generally favorable
assessment of our implementation planning and execution to date."
In addition,
the Commissioner said, five main recommendations were made: 1) Ensure central
management of tax reform implementation by putting a senior national office
executive in charge; 2) Concentrate on internal communications--particularly
periodic updates to field executives about tax reform progress; 3) Develop
contingency plans for the filing season in the event of difficulties; 4) Address
uncertainty about taxpayer behavior by conducting additional research on
underwithholding, filing patterns, and expected taxpayer assistance requests; and
5) Take stock of the technical guidance that must be issued; be realistic about a
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schedule for publishing technical guidance, and closely monitor priority projects
until they are completed.
Commissioner Gibbs said that the IRS is already working
to implement the five recommendations.
Another topic discussed by the
Commissioner was the IRS' efforts to improve the quality of service to taxpayers.
He cited as examples the progress IRS has made with its Federal tax deposit (FTD)
project, and projects the IRS has aimed at "extending telephone assistance hours,
looking at the reasons for repeat correspondence with taxpayers, surveying walk-in
taxpayers about customer service, addressing tough employee recruiting and
retention problems."
Commissioner Gibbs concluded his address by stating, "We
can't go down this road alone either in quality or in tax reform. We look forward
to working with you side by side to meet the challenges of our unpredictable tax
world--after all, you're not just partners of IRS in tax administration, you are
our customers."

Tax Obligations of Legalized Aliens, IRS Publication 927, is now available in both
English and Spanish to help legalized aliens understand their tax obligations,
according to the IRS.
The new publication has information on applying for social
security numbers, paying tax through withholding, filing tax returns for current
and previous years, obtaining proof of filing, paying social security tax and
determining resident or nonresident alien status.
Copies of Publication 927 may
be obtained free of charge from offices of the Immigration and Naturalization
Service, or from the IRS by calling, toll-free, 1-800-424-3676.

SPECIAL:
An

SPECIAL:

GOVERNMENT CONTRACTOR AUDIT AND ACCOUNTING GUIDE EXPOSURE DRAFT ISSUED

exposure draft of a proposed AICPA audit and accounting guide.
"Audits of
Government Contractors." has been released by the Government Contractors Guide
Special Committee.
According to Special Committee Chairman Louis I. Rosen, the
guide discusses those aspects of accounting and auditing unique to government
contractors and was developed to assist independent auditors in examining the
financial statements of government contractors and subcontractors.
The objectives
of the guide are to provide a general background of the environment and practical
guidance to independent accountants on the accounting, auditing, and financial
reporting for government contractors.
In addition, the guide identifies relevant
regulations and professional accounting pronouncements and summarizes key
provisions of those regulations and pronouncements, including government contract,
SEC, financial reporting, and tax accounting requirements;
describes the
fundamental activities in the government contracts process; describes the business
and operating risks and their effects on the audit and reporting processes;
identifies auditing and financial reporting issues and describes the prevalent
practices; and, provides a glossary of terms and an annotated bibliography for
reference.
Comments or suggestions on any aspect of this exposure draft are
requested by the Committee, with particular attention directed to the accounting
for certain research and development arrangements and the guidance for auditing
classified contracts.
Responses should be addressed to William J. Holmes, AICPA,
Federal Government Relations Division, 1455 Pennsylvania Avenue, N.W., Washington,
DC 20004-1007, File No. K-3-400, in time to be received by 2/2/88.
Up to five
copies of the exposure draft can be obtained without charge by AICPA members
through the AICPA order department by calling 1-800-334-6961 and requesting
document G00286.
U.S. DISTRICT COURT UPHOLDS AICPA POSITION IN CUNA LAWSUIT

An appeal of a lawsuit brought by the Credit Union National Association (CUNA) and the
Navy Federal Credit Union against the AICPA and discussed by the U.S. District
Court for the Western District of Wisconsin has been rejected by the U.S. Court of
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Appeals for the Seventh Circuit (see the 3/9/87 Wash. Rpt.).
CUNA had sought a
declaratory judgment and order that would force the AICPA to withdraw its audit
and accounting guide, Audits of Credit Unions. issued by the Institute in May
1986.
In its appeal to the Court of Appeals CUNA had asserted that the Guide's
classification of share accounts of credit union members as liabilities rather
than equity will injure their reputations and businesses. Accountants will choose
to follow the Guide, CUNA stated, and therefore will either report share deposits
as liabilities or explain why not, tantamount to issuing a "qualified opinion."
Treating the share deposits as debt, CUNA argued, will injure their assets to
financial markets by "misrepresenting" their debt-equity ratio and will be
contrary to National Credit Union Administration (NCUA) policy.
"One can get off
this train at many stops," the Circuit Court wrote in dismissing the CUNA appeal.
"There are so many links, each problematic, that it is impossible to trace
concrete injury to the AICPA's decision to classify shares as 'liabilities' in the
Guide." Furthermore, the Court noted, the Guide is addressed to accountants. The
CUNA "might as well sue Oxford University for defining 'debt' the same way the
AICPA does," the Court observed.
The Court's decision was filed 10/26/87.

For further information contact Shirley Twillman or Joseph Petito at 202/737-6600.
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